International 
Marketing Information 
Series 


ox 


Foreign Economic Trends 
and Their Implications 
for the United States 


AUGUST 1984 
BOLIVIA 


FET 84-88 
Frequency: Semiannual 
Supersedes: 84-05 


PREPARED BY 
AMERICAN EMBASSY LA PAZ 


U.S. DEPARTMENT OF COMMERCE 


International Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, 
$66. Foreign mailing, $16.50 additional. Single copies, $1.75, available from Publications Sales Branch, Room 
1617, U.S. Department of Commerce, Washington, D.C. 20230. 





a, 
BOLIVIA: KEY ECONOMIC INDICATORS (1) 


1981 1982 1983(P) 


Gross Domestic Product 


Current 3,982 (2) 
Constant 1970 dollars 1,447 
Economic Growth (percent) (3) -8.7 


Cost of Living (percent increase 
over previous year) (4) 297 


Total Contracted Public Debt 3,785 


Debt Service Payments (5) 468 


Internal Reserves 


Net 
Gross 


Exports (FOB) 


Tin (value) (6) 

Tin (volume MI) (6) 

Other Minerals (value) 
Petroleum (value) (7) 
Petroleum (1,000 bls) (7) 
Natural Gas (value) (8) 
Natural Gas (millions CF) 


Imports (CIF) 


Current Account 


Balance of Payments (9) 


All values are in millions of U.S. dollars except as otherwise noted. 
Value low due to extreme devaluation of Bolivian currency during 1982 
with much of resultant inflation only showing up in 1983. 

Based on Central Bank data, other figures on negative GDP growth are 
much higher. 

Cost of Living Index is that of the Central Bank. 

Principal plus interest. 

Includes alloys and concentrates. 

Includes concentrates, white gasoline, and crude. 

Includes LPG exports. 

For 1981 and 1982, reserve transaction basis; for 1983, sum of current 
account and long term capital. 

Preliminary 

Revised. 





I. INTRODUCTION AND OVERVIEW 


Economic decline has been a _ serious problem for the democratic and 
constitutional Government of President Hernan Siles which came into office in 
October of 1982. Gross domestic product has dropped for three years running 
in Bolivia, going down 7.6 percent in 1983, 8.7 percent in 1982, and 1.5 
percent in 1981. Lack of a clearly defined economic policy compounded by 


speculation, labor unrest, and the general worldwide recession produced these 
continued results. 


Government actions to improve the economic lot of the country have been 
ineffective to date. Since coming into office, the Government of Bolivia 
(GOB) has announced four “economic packages" which have proved to be "too 
little, too late." The latest of these, announced on April 12, 1984, has a 


fair chance of success if the labor difficulties it sparked can be overcome 
without too much of an increase in wages. 


Progress on an agreement with the International Monetary Fund (IMF) has been 
slow, the Fund preferring to wait for progress on the Government of Bolivia's 
(GOB) budget deficit reduction efforts. The economic packages issued to date 
have done little to address this problem, but, again, the package of April 12, 


if implemented properly and followed up with serious efforts to keep prices at 
real levels to encourage production, to minimize wage increases and to allow 
real interest rates in the financial sector, could have a very positive impact 
on reducing the budget deficit. 


Bilateral and International Financial Institution (IFI) aid to Bolivia will 
largely depend on progress with the IMF. With the exception of the 
Inter-American Development Bank (IDB), most bilateral and multilateral 
assistance has been maintained at a minimum over the past year. The United 
States renewed aid to Bolivia in 1982, following a two year freeze brought on 
by the July 1980 coup of General Luis Garcia Meza, but funds have been slow to 
flow partly due to a lack of confidence that the GOB can make progress in the 
area of economic policy formation and implementation, and partly because of 


bureaucratic inefficiency in the GOB. Almost US$200 million were provided 
since aid was renewed. 
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Inflation in the Bolivian economy has grown at an alarming rate over the past 
five months. For the year 1983, inflation was officially pegged at the 
already critical level of 328 percent, slightly above 1982's rate of 297. For 
the first quarter of 1984, inflation amounted to 98 percent or an annualized 
1,437 percent. Much of this inflation is caused by speculation, much by the 
lack of confidence in the Bolivian unit of currency, much by the drop in 
production experienced in Bolivia over the past three years, and much by 
general political uncertainties. The GOB, in its April 12 package, tried to 
address this problem by restoring credibility in its desire and ability to 
govern. Nonetheless, it will take a few months for new policies and their 
repercussions to take effect. 


II. MINERALS AND HYDROCARBONS 


The two major sectors of Bolivia's economy are hydrocarbons and minerals. 
Both had their difficulties in 1983 with world prices continuing at relatively 
low levels and with political and labor unrest prevalent in the country. 


Production of virtually all minerals was down again in 1983. Major factors 
beyond those mentioned above include the depletion of minable ore reserves in 
mines currently being worked, the lack of investment and exploration in both 
the public and private sectors, and the lack of modern mining plant and 
equipment. Bolivia gained the position of number three producer of tin in 
world markets, though tin production was off by 10.6 percent. Bolivia's 
tungsten production remained important with Bolivia the third largest producer 
of each. Potential for production of lithium and potassium continue to be 
untapped as the GOB continues to be slow in approving development of the salt 
flats in the Bolivian Altiplano (high plateau). 


The state-owned mining corporation, COMIBOL, the country's largest minerals 
producer, was beriddled with problems throughout the year as lack of funds for 
needed investment, labor difficulties and strikes, and increased operating 
costs caused production to drop drastically. Medium and Small Miners 
production was interrupted by unfavorable export regulations requiring the 
entire hard currency proceeds of exports to be turned over to the Central Bank 
at the official rate of exchange often one seventh the parallel market rate. 


Bolivian minerals production and exports of 1983 are shown in the following 
table: 
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BOLIVIA - PRODUCTION AND EXPORTS OF MINERAL COMMODITIES 
(in metric tons fine content) 


1983 Production (p) 
Medium Small 
Commodity COMI BOL Miners Miners 1983 Exports 
Tin 16,018 6,262 2,667 16,270 (1) 
Copper 1,982 -0- 320 1,900 
Lead 7,701 3,388 1,106 8,460 
Zinc 21,385 20,935 4,353 45,720 
Tungsten 1,294 1,561 181 2,650 
Silver 151 16 152 
Bismuth 6 -0- -0- 
Ant imony -0- 2,323 12 ,633 
Cadmium 98 0 0 
Gold (in fine grams) -0- 1,288,144 -0- 
Sulfur -0- 3,070 2,950 
Barite -0- 520 520 


Notes (p) preliminary 


(1) Does not include about 310 MT of tin alloys 
Source: Ministry of Mines and Metallurgy, 1984. 


Production of liquid hydrocarbons (crude oil plus condensate) decreased by 9.2 
percent to 8,099,798 barrels compared to 8,918,296 barrels produced in 1982. 
Oil export revenues from gasoline exports were US$ 4.89 million, up 8.7 
percent from last year's level. Natural gas production was down 5.2 percent 
from last year. Revenues from sales of natural gas to Argentina amounting to 
uS$ 378.15 million were the most significant of all commodities exported in 
1983. Nevertheless, Argentina has been slow to make payments on the gas 
deliveries which has caused problems for the GOB. A schedule of payments was 
worked out in March between the Foreign Ministers of the two countries. The 
schedule calls for Argentina to be current by July of 1984, however, there is 
some uncertainty as to Argentina's financial ability to pay. 


III. TRADE 


Bolivian Central Bank trade figures for 1983 show that both imports and 
exports remained significantly below traditional levels. Imports picked up 
slightly to US$475 million from 1982's recession weary US$425 million, while 
exports dropped 13 percent to US$806 million. Thus, Bolivia enjoyed a 
favorable trade balance of US$331 million. 


Bolivia's major exports were natural gas and tin. Other important exports 
were largely limited to other minerals and some agricultural products such as 
coffee, wood, sugar, and rubber. Another major, but unquantifiable export was 
illegal coca and coca paste which had a significant impact on Bolivia's 
economy though no reliable data is available as to how great the effect was. 
Bolivia's major legitimate exports are shown in the following table. 
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1983 BOLIVIAN EXPORTS (p) 


Commodity CIF Value (thousands US$) 
Tin 232 ,000 
Tungsten 23,600 
Other Minerals 117,400 
Natural Gas 378,100 
Other Hydrocarbons 9,600 

(Sub-total traditional exports) (760, 700) 
Sugar 8,300 
Coffee 18,000 
Wood 6,000 
Other 10,700 

(Sub-total non-traditional exports) (43,000) 
TOTAL EXPORTS 806, 700 


Note. (p) preliminary 


Sources: Ministry of Mines & Metallurgy, YPFB, Sugar Producers' Association, 
Central Bank, 1984. 


U.S.-Bolivian trade rose by 29 percent in 1983 compared to 1982. U.S. exports 
to Bolivia in 1983 reached US$101.5 million, US$3.3 million over the prior 
year. Bolivian exports to the U.S. totaled US$166.3 million in 1983 while 
they were US$108.6 million in 1982. Principal exports from the United States 
included agricultural products and machinery and transport equipment. Imports 
from Bolivia were largely metals and metal products valued at US$76.5 
million. The following table summarizes U.S.-Bolivian trade for 1982 and 1983. 


U.S. —- BOLIVIAN TRADE 
(millions of US$) 
Commodity 


U.S. Exports to Bolivia 


Animal & Vegetable products 
Chemicals 

Metallic products, machinery, and 
transportation equipment 

Other 

Total 


U.S. Imports from Bolivia 


Animal and Vegetable products 
Metals and metallic products 
Chemicals 

Other 

Total 





IV. AGRICULTURE 


During 1983, climatic factors such as extensive rain in the East and drought 
in the Altiplano (high plateau region) caused a considerable drop in 


production. Nevertheless, the 1983/84 crop year is expected to reach improved 
levels. 


The following table is based on data from an Agricultural forecast study for 
1984 prepared by the Ministry of Agriculture and USAID/Bolivia. 


BOLIVIAN AGRICULTURAL PRODUCTION 1983-84 (in MT) 


1983 1984 1984 Short fall 
Actual Estimated Percent Internal or 
Product Production Production Variation Stocks Demand 


Surplus 


Rice 61,725 193,980 +214 .2 105,303 88,677 
Corn 337,190 488, 853 +44 .9 515, 769 -26,916 
Wheat 40,347 63,456 +69.6 371,575 -292,720 
Potatoes 316,454 458,978 +45.0 952,046 -493,068 
Onions 18,463 28,127 +52 .3 36,975 -8,848 
Tomatoes 24,232 16,526 -31.7 33,890 -17,364 
Carrots 13,340 17,953 +34.5 25,880 -7,927 
Cotton 3,221 941 -70.6 7,395 6,454 
Sugar 182,097 197,591 +8.5 197,190 401 


V. FINANCIAL SITUATION 


Bolivia's financial situation has been deteriorating since 1977 when the 
robust economic growth brought on by international borrowing and hydrocarbon 
sales began to decline and payments on commercial and development loans made 
in the early 70's became due. Net international reserves have dropped from 
US$242 million in 1977 to a negative US$340 million in 1983. Even gross 


reserves have dropped significantly from US$264 million to only US$39 million 
at the end of 1983. 


The national debt grew in 1983 by US$1.2 billion compared to 1982, leaving 
total foreign contracted debt at nearly US$5 billion. This growth is largely 
due to high interest rates on overdue portions of Bolivia's foreign debt. 
There was some new debt contracted during 1983, principally with the IDB. The 
bulk of foreign debt payments in 1983 of US$318 million went toward interest. 
In spite of economic difficulties, the GOB has repeatedly indicated its 
intentions to honor its foreign debt within its ability to do so. 


Key to Bolivia's financial situation and image will be an agreement with the 
IMF. Negotiations with the IMF to reach an agreement, on a Stand-by, have 
been slow, but an agreement is still expected in 1984. A 1984 budget with a 
reduced deficit will be a minimal requirement for such an agreement. With the 
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April 12 economic package only partially implemented, it is hard to say what 
the outcome of GOB/IMF negotiations will be. 


For an improvement to occur in the Bolivian economy, it will be important to 
implement fully the April 12 package with follow-up as well as completing an 
agreement with the IMF, renegotiating debt to a consortium of international 
banks (principally American), and deciding to go ahead with the Sao 
Paulo/Santa Cruz gas pipeline. The first two of these actions will help put 
the GOB's monetary and fiscal policies on a decent track while the latter will 
generate as much as a 100 percent increase in foreign exchange earnings. If 


these actions are taken, Bolivia's prospects for economic development will be 
much improved. 


VI. BEST PROSPECTS FOR U.S. EXPORTERS 


The following major projects represent the best prospects for U.S. exporters 
during 1983: 


1. Construction of the gas pipeline from Santa Cruz to La Paz. The pipeline 
is intended to increase the use of natural gas for industrial and domestic 
consumption in the cities of Cochabamba, Oruro, and La Paz. It will provide 
additional energy to the mining centers in the Oruro area. The estimated cost 
of the project is US$60 million and has IDB financing. 


2. Mutén Iron Ore/Steel Project. This projects calls for a 100,000 MT per 
year iron flats and iron sponge rolling mill located in the Santa Cruz area. 
Approximately 50 percent of the production will be for export. The plant will 
use the "direct reduction with natural gas process." Approximate cost of the 
plant will be US$200 million. The project presently lacks financing. 


3. Santa Cruz - Sao Paulo Gas Pipeline. The engineering study for this 
project was completed in August 1982. The World Bank is presently considering 
financing the project. The project value is estimated to cost approximately 
US$1.8 billion and could be much higher if construction does not start soon. 


4. COMIBOL Rehabilitation Project. This project involves the purchase of new 
equipment for the 14 mining centers of COMIBOL and includes social projects 
such as hospital construction, housing, etc. The project value is US$500 
million. The World Bank is considering financing the project. 


5. Wuelta Grande Field Development. This involves the development of YPFB's 
gas field located in Southern Bolivia. The cost will be about US$54 million 
and the Inter-american Development Bank has provided the financing. 


6- Gold Project. The Government of Bolivia (GOB) will carry out this project 
through COMIBOL. The intentions are to exploit 10 MI of gold per year. 
Exploration and exploitation (placer) equipment will be _ purchased. An 
investment of about US$100 million is expected during 1983-84 to be financed 
by the Government of Bolivia and COMIBOL. 
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7. The Yacuses Cement Plant. It is estimated that the Yacuses Cement Plant, 
located in Santa Cruz will cost US$105.0 million and will have an initial 
production capacity of 150,000 MT per year. A final decision by the IDB on 
financing as well as the date for the call for bids are yet to be determined. 


8. Rfo Grande and Rosita Irrigation Project. The feasibility study for this 
project was completed by the U.S. firm Overseas Bechtel, Inc., in March 1982. 


The project is located in Santa Cruz. The value of the project is about 
US$400 million, however, the project presently lacks financing. 


9. Rural Electrification. Electrification of Bolivia's Central, Eastern, and 
Western regions, which will provide electricity to rural areas, is underway. 
The regions will be linked by interconnection systems. The project is being 


financed by the IDB and it is estimated that the project will cost US$40 
million. 
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